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Purpose – Innovation in services continues to be recognised as a mean of retaining a competitive advantage 
whilst the role of service employees in initiating innovation is increasingly signified in terms of enhancing 
customers’ perceptions of quality and also suggesting ideas that can lead to innovations (Rubalcaba et al., 
2012). The input of service employees into the innovation process is perceived inconsistently in the 
literature, reflecting a lack of theoretical uniformity to determine employee-driven service innovation. An 
emerging line of research, however, focused on employees’ role in service encounter-based innovation (i.e. 
Toivonen and Tuominen, 2009; Sundbo and Toivonen, 2011); the service encounter-based innovation 
conception was originally derived from the user-driven innovation theme in the innovation management 
literature and emerged as a contemporary research line in the service innovation literature. Service 
encounter-based innovation denotes service innovation as developing from ideas, knowledge or practices 
derived from frontline service employees’ meetings with users during the service delivery process 
(Sørensen and Jensen, 2012). 
 
Respectively, this paper intends to investigate further the role of employees in initiating service encounter-
based innovation through the lens of innovative behaviour proposition. By doing so, this paper also aims 
to compare and contrast the research findings with the theoretical framework of (Sørensen et al., 2013) that 
determined an integrative relationship between practice-based and management directed innovation.  
 
Design/methodology/approach – A qualitative case-study research strategy, which compared between two 
case studies of personal-interactive service companies, was applied to achieve the objectives of the study. 
The application of qualitative case-study research allowed closer assessment and observation while the 
researcher was directly present within the service delivery environment. The combining of qualitative 
research methods, such as semi-structured interviews, review of archival records and direct observation, 
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was applied to congregate evidence of employees’ innovative behaviour patterns from multiple 
perspectives. 
Originality/value – This paper adds further insight by verifying the nature of service employees’ innovative 
behaviour and its contribution in initiating service innovation. The findings also identify the influence of 
contextual determinants in nurturing or inhibiting service employees’ innovative behaviour.  
Practical implications – Practical implications and recommendations for management to nurture service 
employees’ innovative behaviour are presented based on the study findings. The practical recommendations 
provide managers working within personal-interactive service companies with sensible measures to nurture 
innovative behaviour among employees.  
Keywords – Service Encounter-Based Innovation, Service Employees’ Innovative Behaviour, Creativity, 
Formal and Informal Innovative Behaviour. 
Paper type – Academic Research Paper 
1. Introduction 
The service industry continues to attract interest most likely due to the economic significance of the sector 
that makes around 70% GDP share of the World’s most developed economies (World Bank, 2014) and the 
long-ranging influence of the great global recession in 2008 that has limited economic growth and prompted 
World’s economies to eagerly explore unconventional realms of opportunities. This phase of economic 
turmoil marked continuous collapse of boundaries between manufacturing and service industries with more 
transition towards providing service solutions commonly known as de-industrialisation (Gallouj and 
Djellal, 2011), servitisation (Vandermerwe and Rada, 1988; Neely, 2008; Baines et al., 2009) and 
integrated product-service (Lindahl et al., 2006; Sundin et al., 2006; Park et al., 2012).  
 
In this ever severely competitive climate innovation in services continue to rise as a competitive advantage 
and more frequent as a means of survival. Other dimensions of significance associated with service 
innovation also emerged in the literature; factors such as contributing to success of business (Avlonitis et 
al., 2001), acceleration of growth and profitability (Berry et al., 2006), customers attraction and retention 
and adding shareholders value (Gustafsson and Johnson, 2003) have been substantiated in the literature. 
 
The applied research methodology was determined by the research aims implicating complex relationships 
and patterns related to the researched topic and necessitating closer assessment and observation that were 
best attained through a comparative-case strategy. Further thorough examination was needed to obtain 
detailed explanations of events and behaviour patterns related to service employees’ innovative behaviour, 
and this was best possibly achieved by applying qualitative research methods. 
 
The research outcome reveals significant paucity in the literature dealing with service employees’ role in 
initiating innovation as well as providing a novel identification of the innovative behaviour patterns of 
guest-employee interaction, innovation groups formation and informal idea communication, which were 
determined by the contextual influencer of management coordination.  
 
2. Theoretical Background 
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2.1. Re-establishing Tenets of Service Innovation  
 
Earlier attempts to examine innovation and its relationship to economic development can be traced back 
to the 1930s. Schumpeter (1934) described innovation as the creation and implementation of new 
combinations related to new products, services, work processes or markets, and ever since innovation has 
been redefined in many ways and studied from multiple dimensions. Today (April 2015), when typing the 
word innovation into the amazon.com website search engine it comes up with 71,352 publications under 
the books category alone, reflecting diverse applications and wider awareness of innovation.  
 
In relation to services, innovation has undoubtedly been a central theme of research within academic 
circles and among industry practitioners. The seminal study of the self-service economy (Gershuny, 1978) 
has drawn considerable attention to the relationship between services and innovation, and by the 1990s 
the number of publications on service innovation had profoundly increased. Yet, compared with the 
industrial manufacturing sector there is a considerable paucity in the literature concerning the management 
and organisation of service innovation (Adams et al., 2006; Drejer, 2004; Miles, 2000; Nijssen et al., 2006; 
Spohrer, 2008; Tidd et al., 2001). However, the review of the literature on the classification of service 
innovation up to the start of the third millennium may reveal little evidence of the separation between new 
services and new tangible products (Alam, 2006). An example of this is the frequent application of the 
consultancy group Booz, Allen and Hamilton’s (1982) new product development categorisation to service 
innovation (i.e. Avlontis, 2001; Bowers, 1989). Contingency theory and the related notion of configuration 
were derived from industrial studies prior to the emergence of large services companies and advances in 
information technology applications (Tidd and Hull, 2002). 
 
Service innovation has been theoretically underpinned in different ways, and yet despite being one of the 
most important aspects of service research it is still not systematically understood (Essen, 2009). 
Rubalcaba et al. (2012) provided an analytical framework that subdivides service innovation into three 
dimensions (see Figure 1). Firstly, the sectoral dimension refers to innovation applied to industries within 
the service sector. In this dimension research key contributions helped setting general concepts and 
definitions of specific characteristics of service innovation in comparison to manufacturing goods 
innovation including modes of innovation, inputs and outputs, implicated risk, appropriation issues and 
impacts (see for example Miles, 2000; Tether, 2005; Evangelista, 2006; Howells, 2010). Secondly, within 
the activity dimension, in contrast to the sectoral dimension, service innovation is anticipated to emerge 
in any business sector and sector-specific differences tend to collapse as manufacturing companies 
increasingly combine their products with service integrated solutions. This trend of new service economy 
(Rubalcaba, 2007) underlines service innovation as a key aspect of service research. Thirdly, under the 
agent dimension service innovation can be the outcome of coproduction of different agents in an 
innovation network. Within this perspective the findings of European Union ServPPIN project analysed 
innovation networks in both public and private sectors (Rubalcaba, 2011) and proposed that the agent 
dimension reflects the emerging concepts of open and social innovation (Chesbrough, 2011a, 2011b) 
within which service innovation is coproduced with end-users (Von Hippel, 2005) and other external 
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(Figure 1: Multidimensional Framework of Service; adapted from Rubalcaba et al., 2012) 
A critical review of the previous literature of service innovation reveals that there has always been a degree 
of either association or contradiction with innovation management theories developed in the manufacturing 
sector. It is widely acknowledged that the management of service innovation is frequently compared and 
contrasted with the management of product innovation (Droege et al., 2009). Conversely, four schools of 
thought emerged in the literature of service innovation (Droege et al., 2009). The technologist school was 
first, and under this perspective service innovation is dependent on technological competence gains and 
development in information technology (Barras, 1986, 1990). The technologist approach has been 
conceptualised as a reversed product life cycle that begins with innovations and subsequently leads to totally 
new services (Linton and Walsh, 2008). Gallouj (2002) proposed a contrasting critical view by concluding 
that service innovations are frequently non-technological, such as a new form of insurance policy or 
developing a new area of legal expertise.  
 
The second school, the assimilation perspective, assumed that the theories and concepts developed in 
manufacturing contexts can easily be transferred to innovation in services (Coombs and Miles, 2000; 
Drejer, 2004; De Vries, 2006; Nijssen et al., 2006). Scholars following this approach found that differences 
between services and tangible products seemed to be smaller than the services and manufacturing sectors 
(Sirilli and Evangelista 1998; Hughes and Wood, 1999). Akamavi (2005) criticised the assimilation school 
of thought and claimed that studies developed under this school derive their analytical frameworks from 
the manufacturing sector without taking into account the idiosyncrasies of services. The synthesis 
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perspective was the third school of thought identified. Synthesis studies dedicated more effort to bring 
together innovation in both services and manufacturing sectors than to study each field separately (Gallouj 
and Weinstein, 1997; Coombs and Miles, 2000; Nightingdale, 2003; Drejer, 2004; Howells, 2006; Nijssen 
et al., 2006), after illuminating the important elements of service innovation such as the involvement of 
customers (Sanden et al., 2006). This approach seemed to be preferred by service innovation scholars (i.e. 
Den Hertog, 2010; Gallouj and Djellal, 2011; Rubalcaba, 2011; Tether, 2005; Windrum, 2009) but still 
considered at an embryonic stage (Gallouj and Savona, 2011).  
 
The fourth school of thought or the demarcation perspective focused on the distinctive features of services 
that make it difficult to transfer theories from the manufacturing to the services sector (Droege et al., 2009). 
Den Hertog’s (2000) remarkable study within the demarcation stream of literature takes a conceptual 
perspective of service innovation by presenting taxonomy of service innovation patterns and a framework 
to better understand what parts of services are affected by innovation. 
 
This research adopts the view of Gallouj and Savona (2011) that recognises the usefulness, but expected 
bias, of independent approaches of service innovation; i.e. technologist, assimilation and demarcation 
perspectives,  and therefore support an integrative or synthetic approach to avoid underestimating 
peculiarities of service innovation or overly focus on these peculiarities and consequently lack consistency 
with existing innovation theories. This research accordingly adopts the synthesis perspective of service 
innovation by considering the peculiarities of services, embedded in the high degrees of intangibility and 
perishability of services delivered within the hospitality sector to be investigated, and equally recognising 
the applicability of theories developed within the manufacturing sector when applicable.  
 
2.2. Employee-Driven Service Innovation  
 
Despite that service peculiarities and determinants of service innovation implicating the involvement of 
employees have been acknowledged at an earlier stage in the literature, they have not been systematically 
associated to service innovation research until the service dominant SD logic paradigm emerged (Vargo 
and Lusch, 2004). SD logic points out the commitment to collaborative processes with customers, partners 
and employees (Lusch et al., 2007) and the strategic implications of co-creation and open innovation. In 
the co-creation paradigm and in relation to the context of this research, communication between employees 
and customers is important (Sundbo and Toivonen, 2011) and can enhance customers’ perceptions of 
quality while also suggesting ideas that can lead to innovations (Rubalcaba et al., 2012). Correspondingly 
and unlike the conventional framework that depends on management coordination of service innovation 
activities, the strategic model of employee-driven innovation (Sundbo, 2008) involves dually prompted 
innovation; one is initiated by employees and their encounter with customers and the other is induced by 
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(Figure 2: Strategic Model of Service Innovation, adapted from Rubalcaba et al., 2012) 
In review of the established literature, a wide consensus over the pivotal role that service employees may 
play is acknowledged where the issue of frontline interaction between employees and customers, commonly 
known as the service encounter, has received considerable attention. In recent literature an emerging line 
of research can be detected that highlighted employees’ role in service encounter-based innovation (i.e. 
Toivonen and Tuominen, 2009; Sundbo and Toivonen, 2011). Service encounter-based innovation denotes 
service innovation as developing from ideas, knowledge or practices derived from frontline service 
employees’ meetings with users in the service delivery process (Sørensen and Jensen, 2012). The influential 
study of Sørensen et al. (2013) that examined eleven Scandinavian service organisations identified two sets 
of innovation processes related to service encounter-based innovation as; directed innovation, of which 
resembles management planned innovation processes and practice-based innovation that is dependent on 
employees’ creativity in providing unintentional changes and generating ideas through the service 
encounter (see Figure 3). In their model of organisational conditions of service encounter-based innovation, 
Sørensen et al. (2013) advocated that directed innovation is dependent on practice-based innovation 
outcome of generating contemporary ideas for developing new or adapted services, and highlighted the 
relationship between the two processes as complementary but also identified the enabling factors of front 
office innovation climate and the organisational support system  as antecedents of  service encounter-based 
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(Figure 3: Dichotomy of service Encounter-Based Innovation, Sørensen et al., 2013, p. 1448) 
 
From another perspective, the research concerned with employee-driven innovation was also determined 
from a behavioural perspective (Janssen, 2000). The behavioural perspective of employees’ driven 
innovation was originally derived from the social/organisational psychology literature, and at its early 
stages of development it was extrapolated to the management literature. Individual innovation in the 
workplace had been strongly linked to creativity, which can be traced in the literature as early as Wallas’s 
(1926) four phases of individual creativity model. However, the literature on creativity and that on 
innovative work behaviour IWB continued to overlap over time (e.g. McAdam and McClelland, 2002; 
Mumford, 2003). However, the research on employees’ creativity, despite being interchangeably linked 
with innovation literature (Scott and Bruce, 1994), was criticised for (1) being more focused on early cycle 
activities related to idea generation and initiation without similar focus on late cycle idea application 
activities (Mumford, 2003) while creativity occurs not only in the early stage of the innovation process but 
follow cyclical and recursive patterns of idea generation and implementation (Paulus, 2002), and (2) for 
encompassing creative activities as personal attributes and failing to address the complex systems and 
processes of innovation (Janssen et al., 2004). 
 
Dissatisfaction with employees’ innovative behaviour and creativity conjecture has arisen, as it failed to 
address the complex construct of individual innovation. This has led to alternative initiatives; in particular 
two parallel concepts of innovative work behaviour IWB (Axtell et al., 2000; Janssen, 2000; Ramamoorthy 
et al., 2005; Dorenbosch et al., 2005) and individual innovative behaviour IIB (Kleysen and Street, 2001; 
De Jong and Kemp, 2003) have emerged. Although the behavioural perspective is highly acknowledged in 
this research, it is advocated that neither innovative work behaviour IWB nor individual innovative 
behaviour IIB concepts should be indiscriminately applied to the service industry and therefore the concept 
of service employees’ innovative behaviour is derived to denote employees’ innovative behaviour in the 
service industry exclusively. The reasons for adopting an alternative terminology are as follows: Firstly, 
the concepts of IWB and IIB have been examined primarily in the manufacturing organisations’ context, 
and the peculiarities of services may not have been addressed when developing both concepts. Secondly, a 
distinguished concept is required for the service sector to encompass individual-based interactions and the 
complex relationships between employees and other actors within the service delivery environment. 
 
When critically assessing the previous literature, it emerged that despite the wide acceptance of employees’ 
contribution to service innovation there has been little understanding in the earlier research of the 
relationship between employees’ roles and service innovation, which implicates a considerable paucity in 
research on employee-driven service innovation that still exists. In fact, the employees’ role in service 
innovation has been studied inconsistently in terms of creativity (Hsu et al., 2011), frontline employees’ 
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participation (Slåtten et al., 2011), service encounter-based innovation (Sørensen et al., 2013), knowledge 
acquisition and sharing through innovative behaviour (Edghiem, 2014; Tuominen and Toivonen, 2011) 
and motivation (Cadwallader et al., 2010; Slåtten and Mehmetoglu, 2011) reflecting a lack in theoretical 
uniformity to determine employee-driven service innovation. However, there seems to be a strong tendency 
in the literature towards linking employees’ participation in service innovation with creativity, as well as 
knowledge contribution to innovation where there has been a growing interest in knowledge intensive 
business services KIBS1 contribution to Innovation (Shearmur and Doloreux, 2013).  
 
3. Research Methodology  
 
The application of a case study research method to achieve the research aims is strongly justified by the 
need to comprehend the complexities associated with human behaviour. Another justification is that the 
research area is empirically under-explored and therefore the nature of enquiry requires direct observation 
and interaction (Ghauri, 2004). The potential advantages of applying a case study research method largely 
included: the large theoretical and practical relevance to the research subject, the thoroughness of analysis 
and interpretation, and the triangulation of research methods (Scapens, 1990; Silverman, 1985; Spicer, 
1992; Yin, 1994). 
 
The case study research strategy may also entail some limitations, including the inability to provide 
justifiable generalisations or causal laws and the extensive length of the research period (Yin, 1994); case 
study research sometimes does not distinguish between what is unique to the case and what is common to 
the class of events as a whole (Achen and Snidal, 1989). To confine the effect of these limitations a 
comparative-case research method was applied to investigate two main case studies, where multiple data 
collection methods were applied in each case study. Semi-structured interviews were conducted along with 
other qualitative research methods, including; direct observation of employees, review of management 
archives/literature and micro cases assessment. The researcher also depended on field notes and interview 
recording to organise the collection of data and prepare it for analysis. 
 
The selection of the two researched case studies was determined at two levels; first at the sector level where 
the cross-sector disparities implicated in studying innovation in the service industry necessitated the early 
selection of the appropriate service sub-sector in consideration of the aims and scope of this research. The 
researcher, therefore, aimed to investigate services where employees’ interaction and involvement are more 
influential by depending on the framework of Lakshmanan (1987), which categorised the service industry 
into three main divisions of service-dispensing, task intensive and personal-interactive services depending 
on the level of interaction between the service employees and the service environment. As a result, the hotel 
service sector representing the personal-interactive division of the service industry was determined to be 
the most appropriate for investigation for its higher level of service employee interaction.  
 
Secondly and at the company selection level, after the selection of the hotel sector for investigation, the 
researcher encountered challenges in identifying reliable indicators to identify a representative case study 
                                                 
1 KIBS are by definition intermediate services that usually deliver knowledge or know-how and can deliver 
and implement systems, such as accounting or computer systems (Muller and Doloreux, 2009). 
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to be researched. Early attempts to recognise reliable indicators to identify innovative service providers 
emerged during the conduct of the SIS4 project1 (Sundbo and Gallouj, 1998). In this project it was 
established that it would be extremely difficult to establish innovation indicators in the services industry, 
and that some traditional innovation indicators such as research and development R&D expenditure, R&D 
employees or other measures related to R&D proved to be unreliable since very few service companies 
have formalised R&D departments, or other non-R&D indicators such as acquisition of patents, training, 
market research, number of educated people, etc. Although all the mentioned indicators may be relevant, 
they do not comprehensively reflect all innovation activities. Sundbo and Gallouj (1998) also concluded 
that at the time of the SI4S project, no sufficient indicators had yet been found and more work had to be 
done towards identifying reliable indicators. More recently, in June 2014, the European Service Innovation 
Centre2 revealed five main indicators of service innovation through the European Service Innovation 
Scoreboard ESIC (2014). The Scoreboard set indicators for measuring the importance of service innovation 
at the macro regional economic and business activities level to help policy makers make informed decisions.  
 
The existent indicators of service innovation in the hospitality sector, although having been specifically 
researched from the hospitality sector perspective, have been largely divided into technological and non-
technological innovations in service companies based on frequency and type of innovations, and without 
distinguishing what is unique to the service company. In their study of the Dutch hospitality industry, for 
instance, Den Hertog et al. (2011) proposed that a distinction should be made to precisely address 
innovations in service companies, and industry and service innovation in general when examining 
indicators of measurement, as the boundaries between industrial products and service innovation may 
collapse when measuring technological innovation indicators. Similarly, the study of Bloch and Bugge 
(2013) examined the Nordic pilot measurement framework of innovation (Bugge et al., 2011) from a public 
service sector perspective, indicating cross-country factors related to government and public organisations 
without distinguishing indicators specifically for the service company.  
 
To overcome the lack of reliable indicators for case study selection in the hotel service subsector, an 
alternative strategy that does not rely on probability indicators was adopted; that is, adopting Criterion-
Based Selection strategy (Le Compte et al, 1993) also known as Purposeful Selection (Light et al., 1990) 
or Purposeful Sampling strategies (Patton, 1990). The case selection strategy was primarily based on 
identifying two main criteria related to the key themes generating from both reviewing the industry 
literature and interviewing the president of the European Hotel Managers’ Association. The selection 
                                                 
1 The SI4S project is one under the TSER programme launched by the European Commission in 1995 with 
the aim of developing concepts, empirical evidence, and proposals for practical action concerning the role 
of services in European innovation systems. The project included studies of innovation activities in services 
themselves as well as the service companies’ role in creation and diffusion of innovations in other sectors. 
The project started in March 1996 and ended in June 1998, with research teams from nine European 
countries participating in the project. These countries were Denmark, France, Germany, Greece, Italy, the 
Netherlands, Norway, Sweden and the UK (Sundbo and Gallouj, 1998). 
2 The European Service Innovation Centre (ESIC) is a two-year project commissioned by the European 
Commission’s Directorate-General for Enterprise and Industry to capture and demonstrate the dynamics 
and large-scale impact of service innovation as well as to assess how service innovation impacts on 
competitiveness, industrial structures and regional development. 
   
 
   
   10th International Forum on Knowledge Asset Dynamics: Culture, Innovation and 
Entrepreneurship: connecting the knowledge dots, Bari-Italy 10-12 June 2015 
   
   
 
   
       
 
    
 
 
   
   10    
   
 
   
       
 
criteria depended on: (1) the history of innovation; the previous innovations implemented in the prospect 
case studies (2) the corporate culture that supports innovation activities and initiatives.   
 
Unlike the multidimensional view of innovative behaviour that captures all behaviour patterns through 
which employees contribute to the innovation process (De Jong and Den Hartog, 2007), the 
conceptualisation of service employees’ innovative behaviour in this research adopted a focused view that 
examined employees’ innovative behaviour patterns related to idea generation and development. The 
recurrence of innovative behaviour patterns related to idea generation and development during the data 
collection stages was the foremost reason to narrow the researched categories of service employees’ 
innovative behaviour to such an area. However, the framework of initiation–implementation (Zaltman et 
al., 1973; Axtell et al., 2000) was initially applied as a generic scope for exploring service employees’ 
innovative behaviour patterns without restricting the research to any specific behaviour patterns or 
contextual determinants before data collection. 
 
 
4. Cases Backgrounds  
 
4.1. Case I 
 
Case I became one of the flagship hotel properties since the owning company was established in 2003. The 
company’s rapid success was ascribed to investing in unique hotel properties and preserving the 
idiosyncrasies of each hotel property; this management policy was based on implementing uniformed 
management practices and services standards across the group’s hotel properties portfolio, and at the same 
time ensuring that each hotel property had individualistic characteristics such as hotel name, structure and 
interior. The hotel properties also varied in terms of location, from countryside to the city centre, and also 
in terms of size and structure. 
 
The company managed its portfolio of hotel properties across the United Kingdom through four designated 
regional management teams. Each team consisted of a regional general manager, a regional human 
resources manager and a regional sales manager, who all reported to the company head office. At the most 
senior level of management, the company was controlled by a board of directors including the managing 
director, the finance director, the operations director and the sales director. At the local management level, 
the hotel manager managed 392 employees in conjunction with six other department managers. However, 
the regional manager also acted as a non-resident general manager of the hotel. 
 
The original Victorian architecture of Case I hotel property has been well maintained, even after much 
maintenance work has been carried out over the years. The hotel’s exterior architecture remains in its 
original design, and the main restaurants and banqueting halls have kept their authentic layout and 
atmosphere, even though the hotel interior has been equipped with modern technological hardware. Case I 
hotel property was also nominated as a centre of excellence in banqueting and events services among the 
company’s portfolio of hotel properties. Factors like hotel location, conference halls facilities and the 
expertise of hotel employees in managing conferences and events are believed to have helped it achieve 
excellence in the banqueting and events services. 
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4.2. Case II  
 
Case II hotel property is managed by one of the most renowned hotel brands and since it was established 
in the 1940’s it has held a long standing reputation for luxury and distinguished hotel services. The group 
ascribes its success to maintaining guest-focused strategic orientation, and the diversity of the group brands 
that serve different market segments of the hotel industry. In 2014 the company managed and owned a 
portfolio of over 4600 hotel properties around the globe.  
 
The corporate management structure consists of three main constructs: the Americas, Asia Pacific, and 
Europe Middle East and Africa. The hotel property in Case II falls within the South Europe and 
Mediterranean division, one of six management subdivisions that comprise the Europe, Middle East and 
Africa EMEA area. The company’s management policy depends on limiting corporate intervention in the 
management of the hotel properties and delegating a considerable level of authority to the local management 
teams to assume daily responsibilities; the corporate management set the services standards and invest in 
training and educating the management executive teams who receive continuous training to conduct their 
duties in line with corporate systems of practice.  
 
Case II hotel property employs 463 employees including part-time contractors, and the management 
structure is characterised by role specialisation rather than the traditional hierarchical structure design. The 
highest level of the management hierarchy is the executive committee which includes six of the most senior 
management executives. The next level of the management hierarchy is the hotel heads of departments and 
their assistants and the lowest level of the management hierarchy represents the department supervisors, 
restaurant managers and the rest of the junior employees. 
 
5. Presentation of Research Data 
 
5.1. Guest-Employee Interaction    
 
The guest-employee interaction was described to be one of the most valuable opportunities to capture 
contemporary ideas. The feedback from the hotel guests, being the end users of the service, was anticipated 
to have direct influence on any redesign of the service, and it was also believed that the hotel guests’ 
approval would determine the success or failure of service innovation. In accordance, within the two case 
studies researched there was wide recognition among managers that there should be continuous 
collaboration between managers and frontline employees on capturing guests’ ideas and feedback, when 
managers are most of the time handling the back stage preparations and the frontline employees are dealing 
with the hotel guests directly. It was the frontline employees who were present when services were delivered 
and therefore it would be the responsibility of frontline employees to capture, record and report guests’ 
ideas to their seniors.  
 
The managements of the two hotel properties researched encouraged guest-employee interaction and further 
prescribed reporting procedures to feedback guests’ ideas; in Case I the prescribed methods to report guests’ 
ideas included internal reporting, i.e. by reporting ideas in the shift handover form, by dropping idea notes 
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in the idea box that was located in the employees’ canteen, or even via discussing guests’ ideas directly 
with managers, while in Case II more systematic procedures were applied to encourage employees’ 
interaction with the hotel guests upon guests’ arrival and during service delivery when all restaurant and 
bar hostesses were required to ask guests to fill in the guest feedback form before leaving the service area. 
Guest-employee interaction procedures in Case II included interviewing methods to acquire the hotel 
guests’ feedback more closely through inviting them to research interviews or idea generation sessions. In 
fact, the human resources department in Case II did not solely rely on mandating employees’ interaction 
with the hotel guests through direct monitoring but also arranged training sessions to develop employees’ 
guest focused behaviour where employees were trained to act in scenarios of interaction with the hotel 
guests.  
 
From another perspective, it was also be possible for the hotel guests in both cases researched to express 
their ideas directly to the hotel management by approaching any of the service area managers, i.e. restaurant 
managers or front office managers, or by filling in the guest feedback form (see Micro cases 1 and 2). The 
guest satisfaction questionnaire form was additionally filled in online and it was dealt with by external 
research agencies in conjunction with both hotels corporate managements.  
 
It is also important to mention that throughout the interviews it was revealed that the idea feedback received 
from the hotel guests varied depending upon several factors, such as guests’ own willingness to report any 
comments or suggestions, guest length of stay in the hotel, guests’ profession, demographic characteristics, 
country of origin. In addition, there were other more complex factors that may influence guests’ likelihood 
to produce any comments or suggestions, i.e. guest personality, guest industry awareness and expectations 
or service delivery circumstances. According to one of the front office operatives in Case I ‘guests do vary 
in their needs and purposes for staying in the hotel, I can think of three main classifications of our guests 
as business guests, leisure guests and non-sleeping guests...with business guests it is easier to communicate 
and address their needs because they are here for a specific purpose such as attending a conference and 
that is reflected in their straightforward feedback. Non-sleeping guests are only here for having a meal or 
using the spa facilities and their feedback is normally dealt with in the service area. Most feedback though 
is received from the leisure guests category because this type of guest usually stays at the hotel on holidays 
and they intend to make the most of their stay, they would want to use all the hotel facilities, try most dishes 
on the menu and make use of all services, and therefore they spend more time in the hotel and it is more 
likely that they will fill in the guest review form at the end of their stay’.  
 
 
5.2. Innovation Groups Formation  
 
The term innovation groups is used to denote the behaviour pattern of forming informal relationships both 
within and outside the work environment that assisted in generating or developing contemporary ideas. 
Employees were more likely to actively form innovation groups when they were engaged in idea generation 
activities, or even when they simply wanted to explore new market trends. Membership of innovation 
groups was found to be a distinctive behaviour pattern of those employees who tended to be more 
committed to conduct innovative behaviour. According to the housekeeping department manager in Case I 
‘I have developed a network of contacts both within the hotel and outside that I turn to for advice and 
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guidance whenever needed. My personal contacts work very useful for me because we can meet, talk or e-
mail each other without being tied up to a specific job task. A friend of mine is another hotel’s assistant 
manager so sometimes we meet for lunch and we share ideas and discuss work issues’.   
 
In both cases researched respondents’ expressions such as freedom of choice, absence of direct monitoring 
and obstructive routine indicated that mandated arrangements to engage employees in innovation activities 
such as scheduled idea generation and sharing meetings could sometimes have a de-motivating effect 
against what was originally planned for. Other favouring reasons recorded included the open-minded 
approach to idea generation and sharing, and the excitement from exploring new concepts outside the work 
environment. Nonetheless, in both cases researched individual motives to form innovation groups varied 
from one respondent to another, but in relevance to innovation it was possible to categorise a number of 
general objectives that also varied upon respondents’ job roles (see Table 1). Contrastingly, other factors 
discouraged employees from forming innovation groups such as excessive work load and natural resistance 
to socialisation.  
 
 
Innovation Groups’ Membership Objectives for Managers 
• Join inter-hotel groups to nurture team work, coordination and idea generation  
• Join external groups to gain insight of new ideas and work practices 
• Increase awareness of sector trends and innovations 
• Build a network of experts for consultation  
Innovation Groups’ Membership Objectives for Junior Employees 
• Join inter-organisational groups to enable better idea communication with managers   
• Join external groups to gain insight for improving work performance  
• Affiliation with group members to reinforce the feelings of solidarity with suggested 
ideas 
 
(Table 1: Examples of Innovation Groups’ Membership Objectives) 
 
 
Distinctively to Case II, the location of the hotel property within a prime Mediterranean holiday destination 
has had major implications on innovation groups’ formation. The local stereotypes in the southern 
Mediterranean region were first to be recognised among these implications, not only that the local culture 
encouraged social interaction between the hotel employees and the wider local environment but also 
because the hotel property is located in an island with a small population that promoted strong social ties 
among the local inhabitants. According to the hotel general manager in Case II ‘although I am an expatriate 
manager, I managed to develop useful relationships within a very short time of being here. I have friends 
in the local Chamber of Commerce, the University and the local Government. The way you manage to 
connect with people here is just fantastic’.    
 
The second implication was that the hotel property in Case II was part of the Southern Mediterranean 
division of the corporate management’s Europe, Middle East and Africa EMEA operations where there was 
frequent interaction between the hotels’ employees within this division which makes it easier to build up 
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links between individuals and eventually create innovation groups at the intra-organisational level. The 
interaction between the hotels’ employees at its highest level was reported to have taken place during the 
cross training sessions, where the employees would be sent to another hotel property within EMEA 
portfolio for a period of two to three weeks. After the training sessions had ended the employees tended to 
maintain contact with each other which eventually evolved into innovation groups.     
 
Three main types of innovation groups were detected in both case studies researched; each type of 
innovation group was created through a different approach of interaction either between the two hotels 
employees themselves or between the employees and other individuals who did not work at the hotel. The 
groups reviewed included inter-hotel, intra-organisational and external groups. The following are examples 
of how each group type was formed as explained by the interviewees:   
 
i. Inter-hotel groups were formed during employees’ interaction and communication during the human 
resources department socialising events and while attending departmental meetings or cross-training 
where employees tended to develop relationships with other employees/managers that eventually 
developed in the form of innovation groups.  
ii. Examples of how intra-organisational innovation groups developed included the groups formed during 
employees’ cross-training at the other hotel properties where employees developed informal 
relationships that carried on even after the training sessions ended, at the management level similar 
groups also developed through managers’ interaction during corporate meetings. 
iii. External groups that can exist even before the employees started working at the hotel. The employees 
typically had relationships with old education/work colleagues and also developed other relationships 
through interacting with other businesses and institutes that helped create external innovation groups.  
 
 
Furthermore, individuals’ roles of generating and developing ideas within innovation groups were found to 
be affected by a number of factors, or the so called group dynamics. However, the progression of such 
dynamics could not be generalised across all the investigated groups, as there may be other complex 
individual factors involved. In addition, there were some other contextual factors mentioned in the 








Size of group (number of group members) 
 
Groups of more members had more sources of ideas  
 
Diversity of members’ backgrounds and 
professions 
Groups that had members from different backgrounds 
had richer sources of diverse ideas  
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The experience of group members 
 
Experienced individuals highly contributed to their 
groups and acted as a point of reference for other 
group members   
Maturity of group 
 
Long established groups tended to have better 




Group leaders played a substantial role in engaging 
other members in idea generation and communication 
behaviour 
 
(Table 2: Factors Influencing Innovation Groups) 
 
 
5.3. Informal Idea Communication  
 
Alongside the formal methods to report ideas it was additionally highlighted that employees may develop 
their own methods to share and transfer ideas through informal means. For example, in addition to formal 
meetings for idea generation, informal communication also took place between employees in both cases 
researched and can be considered as an informal channel to report ideas to management. When talking to 
respondents during their break time about social interaction and relationships between the hotel employees, 
it was revealed that most respondents had some kind of social ties with other colleagues, and that this 
involved social meetings of informal types that took place even outside the work environment between 
junior employees and managers, and between junior employees themselves. According to the human 
resources department assistant director in Case II ‘the hotel environment at the end of the day is a social 
environment with all the implications of employees having some kind of relationships that become stronger 
over time, so as part of a relationship employees meet on many occasions that I cannot count. And when 
they meet they talk about work issues and share experiences of what has happened during work time’. In 
fact, it was revealed in both researched cases that some employees were reluctant to report ideas through 
the traditional formal methods, i.e. idea box or information technology systems, but instead preferred to 
share ideas with other colleagues through informal communication. However, when discussing whether 
informal meetings were more preferable than formal meetings with the interviewees, the responses 
produced mixed answers. Some employees claimed that they favoured informal meetings because they 
were less affected by strict guidelines or management interference, while other views favoured formal 
meetings because they were more task oriented and clearly structured. In general, there was strong 
consensus among the interviewees in both cases that informal meetings between the hotel employees helped 
facilitate idea communication regardless of how preferable it was.   
 
The nominated means of informal idea communication in the two researched cases included: (1) informal 
meetings between the hotel employees, (2) idea communication during participation in the social events 
organised by the human resources department, and (3) communicating ideas with other members within 
innovation groups discussed earlier in Section 5.2. Informal social meetings varied from meeting on a lunch 
break in the employees’ canteen to meeting on a social event outside the work place environment. The 
prospective importance of meetings in this context is in the possibility to share new ideas when discussing 
work issues, and although the interviewed employees confirmed that they would normally meet outside the 
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work place to recreate they claimed that they may discuss work problems and developments. According to 
the front office manager in Case I ‘we work in a very dynamic work environment that limits the time we 
spend together talking about work issues. When we meet on informal occasions we kind of know each other 
more closely and that is essential to allow better communication and more sharing of ideas among us. I’ve 
always had special interest in meeting my employees on informal occasions and I strongly believe that this 
have eliminated a lot of barriers that have prevented me from receiving ideas from the other end of  
employees at my department’. 
 
In Case II the corporate culture that supported informal communication between employees was clearly 
reflected in the detected human resources department’s efforts to promote social interaction between the 
hotel employees; the social events organised by the department were the most recognisable efforts 
implemented to build up informal relationships between employees. It was observed that there was 
predominant interest in attending social events by the hotel employees, and also that the group of 
participants in these events included both management level and junior employees. However and in regards 
to informal idea communication behaviour, it was expressed by most interviewees that like the other forms 
of informal meetings discussion on work issues, including the communication of ideas, took place during 
the events organised by the human resources department.  
 
Innovation groups were also identified as a predominant informal method to share ideas between employees 
in both case studies, where it was consistently claimed that inter-organisation groups can effectively 
contribute to idea communication between employees by eliminating the barriers of bureaucracy between 
the group members. From another perspective, intra-organisation innovation groups enabled idea 
communication between the employees at the local level and other colleagues in other hotel properties. 
However, membership of intra-organisation groups was mainly associated with employees of senior 
positions due to their interaction with other managers during regional meetings and cross-training. 
Furthermore, intra-organisation and external groups were also described to be of more effectiveness in the 
communication of ideas if: (1) they incorporated more members who worked at the hotel property, and (2) 
if active individuals who were members of these innovation groups managed to consistently communicated 
ideas with other hotel employees. External innovation groups, from another viewpoint, also enabled idea 
communication behaviour; the members of external groups gained contemporary ideas from other members 
who worked outside the hotel. However, it was also discussed that there may be a risk of leaking sensitive 
information about the hotel to competition when ideas flow move to other members of external innovation 




Group Type  Liaison Member Examples of Communicated Ideas  
 
Inter-Hotel Group  
 
The Front Office 
Manager in Case I 
The front office manager communicated the idea 
of express check in/out with the front office 
employees in order to improvise front office 





Front Office Assistant 
in Case II 
The front office assistant communicated the idea 
of using multilingual guest greeting expressions 
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to the front office manager who discussed the 






The Hotel Manager in 
Case I  
The hotel manager communicated the idea of 
tailoring a children’s menu to other hotel 





The Hotel General 
Manager in Case II 
The hotel general manager communicated the 
idea of rationalising energy expenses by applying 
energy saving measures to the hotel chief 
engineer and financial controller.  
 
External Group  
 
The Security 
Department Manager in 
Case I 
The security department manager learned the 
idea of updating the hotel CCTV system from a 
previous work colleague and communicated this 
idea to the hotel manager and the finance 
manager. 
 
External Group  
 
The Revenue Manager 
in Case II 
The revenue manager learned the idea of devising 
a new water leak detection system from another 
hotel manager and communicated this idea to the 
hotel general manager. 
 
(Table 3: Examples of Idea Flow within Innovation Groups)  
 
 
5.4. Management Coordination  
 
5.4.1. Management Facilitating Procedures   
 
Management prescribed procedures not only mandated service employees’ innovative behaviour related to 
frontline interaction but also facilitated directly or indirectly idea generation and reporting conduct. In 
accordance and in order to encourage idea generation and communication among employees, the 
managements of the two hotel properties researched utilised both management and management-employees 
meetings to generate and communicate innovative ideas. The management meetings were attended by the 
hotel general manager, department directors and their assistants, while management-employees meetings 
were normally attended by the hotel management and the rest of the hotel employees, where it was possible 
for junior employees to communicate their ideas with other colleagues and senior management. However, 
such meetings were not purely arranged for this purpose rather these meetings were held at daily, weekly, 
monthly and quarterly basis to discuss planning and evaluation of work performance and addressing any 
upcoming issues as they emerge.  
 
Essentially, it was not the meetings that made individuals generate and communicate ideas per se rather it 
was the presence of employees in the same place and the observation of other employees when actively 
engaging in idea generation that encouraged individuals to come up with new ideas. In that sense meetings 
offered a facilitating medium that enabled idea generation and communication behaviour between 
employees, but also had a restricting influence on the choice of ideas communicated between the 
participating individuals due to management control. Meetings proved to be an excellent opportunity for 
individuals to overcome any barriers of bureaucracy between them and the hotel managers and at the same 
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time the allowed the opportunity to meet other employees from other hotel departments. 
 
From another perspective, employees’ participation in coming up with new ideas during meetings varied 
from one individual to another. One of the hostesses in Case I explained why she was not actively 
participating with new ideas or suggestions during these meetings ‘I once suggested adding another coffee 
machine as we have only one machine in the hotel lounge and we received complaints about the coffee 
being cold when it’s very busy. The hotel general manager promised to do something about the coffee 
machine during the morning meeting but no action was taken after that. I think that not being listened to 
had put me off making any other suggestions in the morning meetings’. And when similarly asking two 
junior employees in Case II of whom one of them was actively contributing with ideas while the other was 
reluctant to do the same, the first employee explained that she was driven by the need to improve the 
conditions of her work environment and to attain recognition among her managers, while the other 
employee explained that the managers usually did what they wanted and what they believed to be suitable, 
and therefore there was no point in making any suggestions, and that she was also put off by the work load 
in her department. 
 
As another medium to facilitate employees’ innovative behaviour, the information technology IT 
infrastructure in both cases researched mainly complemented guest-employee interaction innovative 
behaviour by transferring to senior management the ideas generated through frontline interaction. 
Correspondingly, the corporate management in Case I operated two centralised IT systems, one was the 
centralised booking system Fidelio and the other was the corporate intranet programme Citrix. Fidelio was 
not only used to subscribe guests’ booking details but was also used to record guests’ remarks and 
preferences. The Fidelio software also allowed creating guests profiles where information about the guest 
preferences was automatically uploaded when making a booking within any of the hotel properties within 
the company’s portfolio. In relation to idea generation, Fidelio was used in Case I to record guests’ 
preferences and when creating guests’ profiles on the system. As the front office manager pointed out ‘I 
always push for better profile creating when it comes to welcoming back a hotel guest. I would encourage 
making use of every opportunity to talk to guests and updating their profiles with remarks and preferences’. 
 
The other IT system, Citrix the corporate intranet system, is the employees’ window to corporate 
information and resources. Citrix is the central IT portal where employees from different hotel properties 
within the company portfolio can log in and access a significant wealth of corporate, intellectual and 
technical resources. For example, employees can browse the Citrix system to review the systems of practice 
guidelines1 or contact details of service excellence awards nominees within the company. Citrix practically 
helped eliminate the bureaucratic barriers between hotel employees and the corporate management, and 
between the employees across all the company hotel properties. However, most interviewees’ responses 
indicated that the corporate intranet was rarely used in any idea sharing activities. This was seemingly due 
to the absence of management encouragement to use this facility. For instance, some of the interviewees, 
especially employees of junior positions, were not even aware of the existence of this corporate intranet 
system. 
 
                                                 
1 Systems of Practice are the standardised corporate guidelines for services delivery and work procedures. 
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The corporate management in Case II operated two centralised information technology systems: Holidex 
the central reservation system and Merlin the corporate intranet. The Holidex system is unique in the way 
that it is not only a reservation system, but rather it can also help update local employees on guests’ potential 
preferences. For example, when a hotel guest makes a hotel reservation the Holidex system updates the 
local hotel front office employees about the cultural stereotypes and preferences for that guest based on 
his/her country of origin. According to the front office department director in Case II ‘we have guests from 
all over the world here in the hotel and some of the employees in the front office have never travelled outside 
the country, so there is an issue of how to make our employees become aware of sensitive cultural issues 
when welcoming the hotel guests’. In addition, Holidex included a database for the company loyalty 
programme club members that archived the members’ profiles and preferences so they could be uploaded 
by the front office employees every time they made a reservation in any of the company hotel properties.  
 
It was also verified that the Holidex system was integrated into another local IT system to manage different 
aspects of the hotel property. The local hotel property management software, Opera, was used to operate 
guest check in/out and the day-to-day activities, such as accommodating guests’ needs and department 
management IT interfaces. Both the Opera and Holidex systems interfaced with each other, and it was 
possible to upload guests’ profiles and preferences to the Opera system so that the guests’ booking 
preferences would be considered in all the hotel departments. 
 
In relation to idea generation and communication, the hotel employees interacted with the Opera system 
more frequently than the Holidex, which was only operated by the hotel front office employees. The 
employees at other departments used the Opera system to record guests’ remarks and preferences, and also 
for reporting guests’ ideas to other departments and the hotel management (see Micro Case 2).  
 
The other centralised IT system was Merlin, the corporate intranet that helped link all the company’s hotel 
properties with the corporate culture, resources and interactive tools. For idea generation and 
communication, Merlin helped overcome the bureaucratic barriers between the hotel employees and the 
company head-office by providing corporate contacts that employees might need to correspond to, and it 
also helped to inform employees about what was happening in other hotel properties. However, it was 
noticed during the interviews that Merlin was mainly used by senior employees at the hotel, despite that 
the hotel general manager had arranged to place a number of public computers in the employee-designated 
canteen so they could be used by the hotel employees to access Merlin. It was also highlighted that excessive 
work load and the lack of interest were key factors for employees’ reluctance to use the Merlin software.   
 
5.4.2. Management Control  
 
The corporate management in Case I implemented a strategy that depended on preserving the uniqueness 
of each hotel property of the company’s 21 hotels portfolio where each hotel property had an individualistic 
name and layout, but at the same time all the hotel properties maintained unified corporate standards and 
service systems of practice.  
 
The corporate management monitored its portfolio of hotels through four regional managers who directly 
monitored performances at the hotel properties. The local managers of the hotel properties also had to 
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produce performance reports to the central office on a weekly and monthly basis. Both the hotel manager 
and the human resources department manager of Case I explained that there was a high degree of direct 
involvement by the regional management in monitoring how they conducted their work duties at the hotel. 
Accordingly, the respondents verified that the regional manager, who is also the non-resident hotel general 
manager of Case I, visited the hotel property more than once a week.  
 
The corporate management in Case II comprised of three operating divisions, namely, Europe Middle East 
and Africa, the Americas and Asia Pacific. Case II hotel property is located within the Europe Middle East 
and Africa EMEA division which is further subdivided into six areas where the regional management of 
South Europe and the Mediterranean area is responsible for managing the hotel property on behalf o the 
hotel owners. The corporate management provided training and support for the hotel employees in Case II 
to operate the hotel in accordance with the brand standards. However, even though the hotel was managed 
with limited regional management interference, it was revealed through the interviews that the corporate 
management implemented effective strategies to maintain control over the hotel property operations, 
including: 
 
• The appointment of a general manager who had previously managed other hotel properties within the 
company for many years.  
• The appointment of experienced heads of departments who had been trained by the regional 
management. 
• Maintaining direct contact between the heads of departments and regional managers for consultation 
and support, i.e. between the director of sales and marketing department and the regional marketing 
manager. 
• Continuous performance reporting by the hotel general manager and quality assessments.  
• Consistence Application of the brand systems of practice.  
 
At the hotel local level there was no evidence of direct intervention from the regional management in Case 
II, rather a high level of empowerment to the hotel management was detected. According to the hotel 
general manager ‘I report directly to the head of South Europe and the Mediterranean who normally visits 
the hotel once a year; between the regional manager’s visits we manage the hotel with a certain degree of 
independence. However, even though the company operates a less invasive monitoring system of the hotel 
performance, I would say the monitoring methods practiced are very effective. In addition to the 
performance reporting and the regional manager annual visit, the group has initiated a new quality audit 
that is based on a score system to ensure compliance with the brand standards’.       
 
In relation to innovation, it was revealed throughout the interviews in both case studies researched that the 
level of central office control depended on the significance of the innovation project and the degree that it 
could affect the practiced corporate standards. Apart from changing the prescribed systems of practice, the 
local managers in both cases were empowered to make decisions on innovation projects to an extent where 
it would not possibly involve making major changes to the hotel’s physical structure or spending large 
budgets. However, it also emerged that there may be other gatekeepers involved in approving ideas or 
innovative approaches before reaching the hotel senior management decision making level. As exhibited in 
Figure 4, the classical development of junior employees’ innovative ideas at the department level may be 
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approved or declined by the next level of management before it reaches to the hotel’s top management 
hierarchy. To avoid ideas being declined in a similar scenario, junior employees were found to resort to 
informal methods to transfer ideas, i.e. innovation group formation and informal idea communication as 
discussed earlier in sections 5.2 and 5.3. However, the impeding influence of idea gatekeepers was observed 
























(Figure 4: Classical Development of Ideas through the Management Hierarchy) 
 
It was also noticed that the regional management in Case I may participate in innovation projects if there 
were major changes to the hotel physical structure or substantial spending involved. According to the hotel 
manager ‘when we made some changes to the range of food served in the restaurants, we added a new 
menu for children’s meals. The initial idea came from guests’ feedback, and then we referred the idea to 
the regional manager after we discussed it at the heads of departments’ level. Our regional manager 
participated in the project’s brainstorming sessions and in designing the children’s menu, and eventually 
the regional manager liaised with the group’s central office to get the final approval’ (see Micro Case 1).    
 
In Case II, it was highlighted that a high degree of authority was delegated to the local hotel management 
team and there was no evidence that the group’s director of knowledge management, had any direct 
involvement with the hotel property management or that the company head-office was directly involved in 
any innovation projects managed locally at the hotel. The intervention by the hotel owners in innovation 
projects on the other hand was minimal, and would only influence innovations that implicated significant 
alterations to the hotel’s physical structure. According to the hotel general manager in Case II ‘the hotel 
landlords as per the management contract agreement did not have much to do with the hotel management. 
 
            Decline      Approve 
 
 




            Decline      Approve  
 
 











Junior Employee  
Hotel Manager 
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If we decide to make major changes to the hotel structure, then yes, we have to get their approval. In regard 
to innovation projects, as far as I’m concerned we would not need to get the landlord’s approval unless the 




6.1. Conceptualising Service Employees’ Innovative Behaviour  
 
While the study outcome identifies a significant gap in the literature on the service employees’ role in 
initiating innovation, it also acknowledges a growing interest in this research area that has developed in 
recent years. Nevertheless, the existing literature may still be classified with a high degree of inconsistency 
and lack of theoretical uniformity as both theories and concepts referring to service employees’ innovative 
conduct are still evolving.  
 
Although the behavioural perspective is highly acknowledged in this research, it is advocated that an 
alternative terminology should be derived to describe employees’ innovative behaviour in the service sector 
exclusively, and therefore the concept of service employees’ innovative behaviour is recommended to be 
applied specifically for the service industry. The reasons for adopting an alternative terminology are as 
follows: firstly, the concepts of innovative work behaviour IWB (Axtell et al., 2000; Janssen, 2000; 
Dorenbosch et al., 2005; Ramamoorthy et al., 2005) and individual innovative behaviour IIB (Kleysen and 
Street, 2001; De Jong and Kemp, 2003) have been examined primarily in the manufacturing organisations’ 
context, and the peculiarities of services may not have been addressed when developing both concepts. 
Secondly and similarly, the service encounter-based innovation conception was originally derived from the 
user-driven innovation theme in the manufacturing innovation management literature. Thirdly, a 
distinguished concept is required for the service sector to encompass individual-based interactions and the 
complex relationships between employees and other actors within the service delivery environment. 
Fourthly, the application of a unique concept to the service sector may help overcome the present 
inconsistency in expressions denoting employee-driven innovation across the service industry literature. 
Respectively and based on the outcome of this research, the following definition of service employees’ 
innovative behaviour is introduced: 
 
‘Service employees’ innovative behaviour is a combination of mandatory and individually instigated, in-
role or added, innovative conduct in response to determining contextual factors aiming to initiate and 
develop contemporary ideas into some form of service innovation’. 
 
In association, service encounter-based innovation emerged as an unconventional line of research 
(Toivonen and Tuominen, 2009; Sundbo and Toivonen, 2011; Sørensen et al., 2013) where the influential 
study of Sørensen et al. (2013) substantiated the critical encounter between frontline employees and 
customers during the delivery of services, and respectively identified two sets of innovation processes 
related to service encounter-based innovation as: directed innovation, which resembles management 
planned innovation processes, and practice-based innovation that is dependent on employees’ creativity in 
providing unintentional changes and generating ideas through the service encounter. However, while the 
study of Sørensen et al. (2013) provides a constructive analytical framework (see Figure 5) for identifying 
the nature of the service employees’ role in initiating innovation and the influence of contextual determining 
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factors, it could be criticised for (1) not considering the differences between the service industry subsectors 
when researching eleven Scandinavian service companies indiscriminately; and (2) for overly focusing on 
frontline service employees’ creativity rather than innovative behaviour, without sufficiently specifying 
















(Figure 5: Service Encounter-Based Innovation Organisational Conditions, Sørensen et al., 2013 p. 1452) 
  
The outcome of this research, in comparison, provides a novel insight which both agrees and contradicts 
with the framework of service encounter-based innovation presented in Sørensen et al. (2013). The research 
findings generally agree with the service encounter-based innovation literature in substantiating the role of 
service employees in initiating innovation through interacting with the service end users but diverges away 
from it when revealing a more inclusive nature of service encounter-based innovation that reaches beyond 
service frontline encounter to include interaction with other elements within the wider environment of the 
service delivery system i.e. at the intra-organisational and external levels. The research findings, in 
agreement with Sørensen et al. (2013), revealed that service employees’ innovative behaviour can be 
practically categorised into two sets of formal and informal conduct related to idea generation and 
development. However, distinguishing precisely between formal and informal innovative behaviour may 
not always be an easy task; the obvious reason for this is that employees may voluntarily apply formal 
methods to initiate innovation. This would implicate a considerable difficulty in mandating directive 
measures for employees’ innovative behaviour due to the overlap of formal and informal innovative 
behaviour patterns. The research findings, in agreement with the study of Sørensen et al. (2013), 
additionally revealed a complementary relationship between formal and informal innovative behaviour in 
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generating contemporary ideas for innovation as well as recognising the facilitating role of management 
procedures in enabling service employees’ innovative behaviour.  
 
Yet, after the review of the informal innovative behaviour patterns detected within the two researched case 
studies, it is important to outline that these behavioural patterns may not be collectively practiced by every 
employee. For example, some of the interviewed employees were seemingly interested in generating new 
ideas but did not join innovation groups or effectively communicate ideas. This highlights the diversity in 
innovative behaviour patterns and the difficulty in establishing consistent specific behaviour patterns for 
employees who may be considered more innovative than others, which contradicts with the primitive 
assumption of the framework of Sørensen et al. (2013) that conceptualised service encounter-based 
innovation irrespective of employees’ individual determinants. 
 
6.2. Case Comparison  
 
Although service employees’ innovative behaviour among employees appeared to diverge from one 
individual to another throughout the two researched cases and depending on individual and contextual 
factors, general differences between the contexts of both cases arose during the research. The main 
identified differences between the two selected case studies before starting the data collection were 
primarily identified as, (1) the size of the two hotel companies, and (2) the scale of operations (i.e. 
multinational vs. domestic).  
 
Further areas of comparison have emerged after conducting the research. In relevance to guest-employee 
interaction, management recognition of the significance of guest-employee communication in both cases 
matched a high level: frontline employees captured contemporary ideas through direct interaction with hotel 
guests, which raised management attention to the significance of capturing contemporary ideas through 
frontline employees. In both case studies, guests’ ideas were reported by frontline employees through 
feedback forms.  
 
In Case II there was more evidence of management recognition of the frontline employee’s role in capturing 
guests’ contemporary ideas; the human resources department monitored frontline employees’ interactions 
with the hotel guests directly and the implementation of the prescribed systems of practice that encouraged 
employees’ interaction with the hotel guests. The human resources department in Case II also organised 
Customer Focus training sessions to help employees interact with the hotel guests effectively and capture 
contemporary ideas.  
 
In both case studies, employees joined innovation groups at inter-hotel, intra-organisational and external 
levels. However, employees in Case II had more chances to join innovation groups due to the nature of the 
local environment and the frequent interactions between the hotel employees’ and other employees in the 
rest of the hotels properties within the EMEA division. In addition, innovation groups in the case II seemed 
to include more members in comparison to case I.    
 
In relevance to idea generation and development, employees in both cases utilised innovation groups to 
generate and share innovative ideas from other members who came from different backgrounds. 
Employees’ incentives to join innovation groups in both case studies were similar; factors such as freedom 
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of choice and the absence of management restrictions were key incentives for employees to join innovation 
groups. It was also possible to distinguish between managers and junior employees’ objectives for joining 
innovation groups in both cases.  
 
Informal means of idea communication similarly emerged as a favourable alternative in both case studies. 
Informal communication commenced through informal meetings, informal contact and innovation groups, 
and was highlighted as a preferable means of idea sharing without being obstructed by bureaucratic barriers. 
The human resources department in Case II proved to have more interest in developing informal ties 
between employees, by organising social activities and meetings between the hotel employees. Informal 
events and meetings have helped employees to share ideas with other work colleagues and other individuals 
from outside the hotel environment.  
 
Formal meetings were organised in both case studies for various purposes and included employees from 
both junior and senior levels. It was remarked in both cases that while attending formal meetings, employees 
shared ideas with other colleagues without the need to resort to other formal means of communication that 
might be obstructed by bureaucratic barriers. However, employees’ contribution with new ideas during 
formal meetings in both case studies varied from one individual to another depending on individual 
motivation and management recognition, with management cynicism being a key factor that discouraged 
employees to come up with new ideas. Meetings were held more frequently in Case II. The meetings were 
held more often at the management level to facilitate idea generation and development, as the company’s 
corporate culture implicated that meetings should be held regularly for the purpose of improving 
communication between the hotel employees at different levels of the management hierarchy, and this 
appeared to be the main reason behind the more frequent pace of meetings in Case II.  
 
Centralised information technology systems were operated in both case studies to manage guests’ 
reservations. Fidelio and Holidex systems were applied to record guests’ reservation details and profiles 
including guests’ preferences. The hotel management in Case II applied another local hotel management 
system that was linked to the centralised corporate IT system, Holidex; Opera, the local system, helped in 
managing the hotel property’s daily management aspects and department interfaces. In relevance to idea 
generation and reporting, the Opera system was also used to record guests’ remarks and ideas, and 
eventually reported these to the management. The two hotel companies had corporate intranet programs, 
Citrix in Case I and Merlin in Case II. The corporate intranet programs contained a wide range of 
management literature on services best practices and interactive resources, only that the intranet program 
Merlin included more resources. Nevertheless, junior employees in both case studies rarely used the 
corporate intranet, mainly due to the lack of motivation, while other employees of more senior positions 
used the corporate intranet more frequently in both cases. The corporate intranet programs facilitated ideas 
integration by allowing communication between the hotel employees and both regional and corporate 
managements.  
 
Both hotel companies established services systems of practice to reinforce the implementation of corporate 
standards across both corporations’ hotel properties. In Case II there was evidence of more strict 
measurements to abide by the corporate systems of practice. However, any decisions involving major 
changes to the hotel’s physical structure would require the hotel landlords’ permission. The classical 
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progression of idea development followed a similar route in both case studies, where ideas were subject to 
gatekeepers control in the immediate work environment. Employees of supervisory and managerial 
positions at the department level were able to obstruct or permit idea development to the next level in the 
hotel management hierarchy.  
 
Intervention by the regional management in managing the hotel property was less evident in Case II in 
comparison to Case I where the regional manager was a non-resident general manager of the hotel property. 
In relation to innovation, there was more evidence of regional management direct interference in the Case 
I in comparison to a higher level of empowerment to the local management in Case II. Both hotels 
properties’ local managements had to produce periodical performance reports for the corporate 
management to indirectly monitor local management performance.  
 
6.3. Management Implications  
 
The asymmetric nature and likely self-determined objectives behind service employees’ innovative 
behaviour adds further challenge to implementing viable management procedures to nurture innovative 
behaviour among employees. Service employees’ innovative behaviour also largely depends on individual 
idea search skills and creativity, and other individual qualities relating to effective interaction with different 
actors within the service system environment. This would raise further reservations over the possibility for 
managing employees in order to develop certain skills and qualities that lead to the conduct of innovative 
behaviour.  
 
From another perspective and considering continuity as a likely feature of service employees’ innovative 
behaviour, innovative behaviour should not only be regarded as a responsive reaction to management 
instruction but as consistent patterns depending on individual and contextual determinants.  The present 
management procedures implemented in the two cases researched to facilitate and encourage innovative 
behaviour among employees should move on from ad-hoc idea generation procedures to more continuous 
and comprehensive arrangements. The design of new guidelines and arrangements to nurture innovative 
behaviour among employees is therefore recommended through the suggested two practice-based 
procedures presented in Table 4.  
 
 
Ideation Techniques  
 Well-known idea generation techniques, commonly known as ideation, 
such as mind mapping and scenario thinking are recommended to be 
included in human resources training sessions. Ideation techniques will 
likely help promote idea generation practice among employees.  
 
Idea Generation Software  
 
 Applying software solutions to manage the collection of employees’ ideas 
and developing these ideas further into innovations. Idea generation 
software provide tailored solutions that enable a practical structure for idea 
development and also allow employees of different job roles to report 
contemporary ideas and then monitor the progress of their ideas.  
 
(Table 4: Suggested Practical Measures to Nurture Idea Generation) 
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7. Conclusion  
 
As this research relied on an in-depth qualitative analysis of two case studies, it provides a novel and 
detailed description of service employees’ innovative behaviour in personal-interactive services and how it 
is influenced by management coordination and control, compared to the existing literature that lacks 
adequate explanatory in-depth studies. 
 
The research outcome contributes to the body of knowledge related to service innovation by firstly 
identifying categories of service employees’ innovative behaviour depending on the degree of management 
mandate as formal and informal conduct in line with previous research that classified service employees’ 
innovative conduct as formal and informal innovative behaviour (Edghiem, 2014) and bottom-up practice-
based compared to top-down directed innovation processes (Sørensen et al., 2013). Secondly, the research 
outcome revealed the impact and nature of service employees’ innovative behaviour through three 
innovative behaviour patterns of guest-employee interaction, innovation groups formation and informal 
idea communication that complemented each other in generating contemporary ideas for innovations. 
Thirdly, the research findings identified the contextual determinant of management coordination as 
enabling or inhibiting service employees’ innovative behaviour.  
 
From another viewpoint and as this research adopted the synthesis approach in examining service 
innovation, the research proves further the applicability of the synthesis perspective to service innovation. 
As discussed in section 2.1, synthesis studies dedicate more effort to drawing together innovation in both 
the services and manufacturing sectors than when studying each field separately (Gallouj and Weinstein, 
1997; Coombs and Miles, 2000; Nightingdale, 2003; Drejer, 2004; Howells, 2006; Nijssen et al., 2006) 
after illuminating the important elements of service innovation such as the involvement of customers 
(Sanden et al., 2006). This research similarly considered the peculiarities of services, embedded in the high 
degrees of intangibility and perishability of services delivered within the hospitality sector, and equally 
recognised the applicability of theories developed within the manufacturing sector at the employee’s 
individual level. 
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Micro Case I: The Children’s Menu 
 
The initial idea of the children’s menu came up through frontline employees’ interaction with the hotel guests’, when the 
hotel guests accompanying children expressed dissatisfaction with the unavailability of children’s food in the hotel 
restaurants through direct communication and by filling the guest feedback cards. The hotel guests had to accompany 
their children to other restaurants outside the hotel whenever needed to have a meal.  
 
The problem was reported to the hotel’s main restaurant hostesses several times until the restaurant manager realised that 
the hotel was losing revenue because the guests had to dine outside the hotel in restaurants that served children’s meals. 
The restaurant manager discussed the guests’ remarks with the rest of the restaurant employees and raised the issue in the 
weekly meeting for heads of departments, where it was decided to approach the regional manager, who is also the non-
resident hotel general manager, with the idea of tailoring a special children’s menu. The regional manager and the hotel 
department heads organised a brainstorming session to develop the idea further where it was eventually agreed that it was 
essential to explore the guests’ views and identify any particular requirements to be addressed.  
 
The regional manager mandated a survey to evaluate the viability of serving children’s meals and accordingly the 
restaurant hostesses talked to the hotel guests about what preferences they had for children’s meals. After collecting the 
required information the regional manager produced a proposal of the children’s menu to the company head-office which 
was finally approved after careful alignment with the brand standards.   
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Micro Case II: The Sports Café Bar  
 
The idea for the Sports Café Bar came up after the hotel management received, through the hotel property management 
software Opera, numerous remarks by frontline employees concerning hotel guests’ feedback that the hotel restaurants 
and Cafés did not play the Premier League or the UEFA Champions League football matches, and that the guests had to 
go outside the hotel to watch the matches in other local pubs. It was soon realised that considerable revenue was lost 
because the hotel public facilities did not offer their guests the opportunity to watch live broadcasts of such sports 
tournaments. According to the food and beverage department director, ‘you may be aware that in the surrounding area 
there are many pubs that have big screens to watch live sport events, so I was always concerned that we were losing 
revenue as our guests had to go outside the hotel to watch football matches. Our guests talked to us about this on many 
occasions and I thought that if we had sports TV channels in the hotel room, why shouldn’t we have them in the hotel 
Café. The suggestion was that we could have a sports venue that is different to the other pubs in the area, a venue that 
not only has sports TV but that would make you live the experience of a sports venue rather than an average pub.’ 
 
The food and beverage department director communicated to the hotel general manager, during the department heads 
weekly meeting, the idea of designating one of the hotel Cafés as a special venue to watch live broadcasting of football 
matches and other sports events. The hotel heads of departments brainstormed the potential applications of the Sports 
Café Bar idea during the weekly meeting and the decision was made to conduct a guest survey to record guests’ 
preferences and project their views on the new project where the Holidex and Opera software were utilised to collect the 
survey data.  
 
After the guests’ survey was accomplished, the hotel executive committee decided to appoint a team to mastermind the 
project. The project team included the hotel general manager, the food and beverage department director, the chief 
engineer and the marketing manager. The project team designed the general layout of the Sports Café Bar to include four 
service areas; each area had a 50 inch flat screen TV that displayed a package of exclusive sports channels. The menus 
were also decorated with sports images and slogans and the general design of bar fitting reflected a sports atmosphere. 
The general manager and the rest of the hotel’s Executive Committee eventually approved the final proposal of the Sports 
Café Bar idea.  
 
 
 
 
